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RESIN SYSTEMS INC. 


Notice of Annual and Special Meeting of Shareholders 
December 4, 2003 


TO: THE SHAREHOLDERS OF RESIN SYSTEMS INC. 

TAKE NOTICE that an Annual and Special Meeting (the "Meeting") of the shareholders (the "Shareholders") of Resin 
Systems Inc. (the "Corporation") will be held in the Maligne Room of the Mayfield Inn, located at 16615 - 109th Avenue, 
Edmonton, Alberta, on December 4, 2003 at 2:30 p.m. (Edmonton time), for the following purposes: 


i to receive and consider the audited financial statements of the Corporation for the fiscal year ended August 31, 2002 and 
the auditors’ report thereon; 


2, to fix the number of directors of the Corporation to be elected at the Meeting at four (4) members; 

Sh, to elect four (4) directors of the Corporation; 

4. to appoint auditors of the Corporation and to authorize the directors of the Corporation to fix their remuneration as such; 
Sy to consider and, if deemed advisable by Shareholders, to adopt a new share option plan for the Corporation; and 

6. to transact such other business as may properly be brought before the Meeting or any adjournment thereof. 


The specific details of the matters proposed to be put before the Meeting are set forth in the information circular 
accompanying and forming part of this Notice. 


Shareholders of the Corporation who are unable to attend the Meeting in person are requested to date and sign 
the enclosed Instrument of Proxy and to mail it to or deposit it with the President and Chief Executive Officer of the 
Corporation, c/o Alberta Compliance Services Inc., 602, 304 - 8th Avenue S.W., Calgary, Alberta, T2P 1C2. In order to 
be valid and acted upon at the Meeting, Instruments of Proxy must be returned to the aforesaid address not less than 48 
hours (excluding Saturdays, Sundays and holidays) before the time set for the holding of the Meeting or any adjournment 
thereof. 


Shareholders are cautioned that the use of the mail to transmit proxies is at each Shareholder’s risk. 


The Board of Directors of the Corporation has fixed the record date for the Meeting at the close of business on October 
30, 2003 (the "Record Date"). Only Shareholders of record as at that date are entitled to receive notice of the Meeting. 
Shareholders of record will be entitled to vote those Common Shares included in the list of Shareholders entitled to vote at the 
Meeting prepared as at the Record Date, unless any such Shareholder transfers Common Shares after the Record Date and the 
transferee of those Common Shares establishes ownership of such Common Shares and demands, not later than the close of 
business 10 days before the Meeting, that the transferee’s name be included in the list of Shareholders entitled to vote at the 
Meeting, in which case such transferee shall be entitled to vote such Common Shares at the Meeting. 


DATED at Edmonton, Alberta, this 31st day of October, 2003. 
BY ORDER ©F THE/BOARD OF DIRECTORS 


(Signed) Greg one 


President and Chief Executive Officer 


RESIN SYSTEMS INC. 


Information Circular - Proxy Statement 
For the Annual and Special Meeting 
To be held on December 4, 2003 


SOLICITATION OF PROXIES 


This Information Circular - Proxy Statement is furnished in connection with the solicitation of proxies by the 
management of Resin Systems Inc. (the "Corporation") for use at the Annual and Special Meeting of the shareholders (the 
"Shareholders") of the Corporation (the "Meeting") to be held in the Maligne Room of the Mayfield Inn, located at 16615 - 109th 
Avenue, Edmonton, Alberta at 2:30 p.m. (Edmonton time) on Thursday, December 4, 2003, and at any adjournment thereof, for 
the purposes set forth in the accompanying Notice of Annual and Special Meeting. Instruments of Proxy must be received by the 
President and Chief Executive Officer of the Corporation, c/o Alberta Compliance Services Inc., 602, 304 - 8th Avenue S.W., 
Calgary, Alberta, T2P 1C2, not less than 48 hours (excluding Saturdays, Sundays and holidays) before the time for the holding of 
the Meeting or any adjournment thereof. The Board of Directors of the Corporation has fixed the record date for the Meeting at 
the close of business on October 30, 2003 (the "Record Date"). Only Shareholders of record as at that date are entitled to receive 
notice of the Meeting. Shareholders of record will be entitled to vote those common shares (the "Common Shares") included in 
the list of Shareholders entitled to vote at the Meeting prepared as at the Record Date, unless any such Shareholder transfers 
Common Shares after the Record Date and the transferee of those Common Shares establishes ownership of such Common 
Shares and demands, not later than the close of business 10 days before the Meeting, that the transferee’s name be included in the 
list of Shareholders entitled to vote at the Meeting, in which case such transferee shall be entitled to vote such Common Shares at 
the Meeting. 


The instrument appointing a proxy shall be in writing and shall be executed by the Shareholder or the Shareholder’s 
attorney authorized in writing or, if the Shareholder is a corporation, under its corporate seal or by an officer or attorney thereof 
duly authorized. 


The persons named in the enclosed form of proxy are directors and/or officers of the Corporation. Each 
Shareholder has the right to appoint a proxyholder other than the persons designated above, who need not be a 
Shareholder, to attend and to act for the Shareholder at the Meeting. To exercise such right, the names of the nominees of 
management should be crossed out and the name of the Shareholder’s appointee should be legibly printed in the blank 
space provided. 


REVOCABILITY OF PROXY 


A Shareholder who has submitted a proxy may revoke it at any time prior to the exercise thereof. If a person who has 
given a proxy attends personally at the Meeting at which such proxy is to be voted, such person may revoke the proxy and vote in 
person. In addition to revocation in any other manner permitted by law, a proxy may be revoked by instrument in writing 
executed by the Shareholder or the Shareholder’s attorney authorized in writing or, if the Shareholder is a corporation, under its 
corporate seal or by an officer or attorney thereof duly authorized and deposited either at the registered office of the Corporation 
at any time up to and including the last business day preceding the day of the Meeting, or any adjournment thereof, at which the 
proxy is to be used, or with the Chairman of the Meeting on the day of the Meeting, or any adjournment thereof, and upon either 
of such deposits, the proxy is revoked. 


PERSONS MAKING THE SOLICITATION 


The solicitation is made on behalf of the management of the Corporation. The costs incurred in the preparation and 
mailing of the Instrument of Proxy, Notice of Annual and Special Meeting and this Information Circular - Proxy Statement (the 
"Circular") will be borne by the Corporation. In addition to solicitation by mail, proxies may be solicited by personal interviews, 
telephone or other means of communication and by directors, officers and employees of the Corporation, who will not be 
specifically remunerated therefor. While no arrangements have been made to date by the Corporation, the Corporation may 
contract for the distribution and solicitation of proxies for the Meeting. The costs incurred by the Corporation in soliciting 
proxies will be paid by the Corporation. 


No person is authorized to give any information or make any representations other than those contained in this Circular 
and, if given or made, such information or representations must not be relied upon as having been authorized to be given or made. 


ADVICE TO BENEFICIAL SHAREHOLDERS 


The information set forth in this section is of significant importance to many public Shareholders of the 
Corporation, as a substantial number of the public Shareholders of the Corporation do not hold Common Shares in their 
own name. Shareholders who do not hold their Common Shares in their own name (referred to in this Circular as "Beneficial 
Shareholders") should note that only proxies deposited by Shareholders whose names appear on the records of the Corporation as 
the registered holders of Common Shares can be recognized and acted upon at the Meeting. If Common Shares are listed in an 
account statement provided to a Shareholder by a broker, then in almost all cases those Common Shares will not be registered in 
the Shareholder’s name on the records of the Corporation. Such Common Shares will more likely be registered under the name of 
the Shareholder’s broker or an agent of that broker. In Canada, the vast majority of such Common Shares are registered under the 
name of CDS & Co. (the registration name for The Canadian Depositary for Securities Limited, which acts as nominee for many 
Canadian brokerage firms). Common Shares held by brokers or their nominees can only be voted (for or against resolutions) 
upon the instructions of the Beneficial Shareholder. Without specific instructions, the broker/nominees are prohibited from 
voting Common Shares for their clients. The directors and officers of the Corporation do not know for whose benefit the 
Common Shares registered in the name of CDS & Co. are held. 


Applicable regulatory policy requires intermediaries/brokers to seek voting instructions from Beneficial Shareholders in 
advance of shareholders’ meetings. Every intermediary/broker has its own mailing procedures and provides its own return 
instructions, which should be carefully followed by Beneficial Shareholders in order to ensure that their Common Shares are 
voted at the Meeting. Often, the form of proxy supplied to a Beneficial Shareholder by its broker is identical to the form of proxy 
provided to registered shareholders. However, its purpose is limited to instructing the registered shareholder how to vote on 
behalf of the Beneficial Shareholder. The majority of brokers now delegate responsibility for obtaining instructions from clients 
to ADP Investor Communications ("ADP"). ADP typically use a voting information form (pink and white) which is mailed to the 
Beneficial Shareholders and asks Beneficial Shareholders to return the proxy forms to ADP. ADP then tabulates the results of all 
instructions received and provides appropriate instructions respecting the voting of Common Shares to be represented at the 
Meeting. A Beneficial Shareholder receiving a voting information form cannot use that proxy to vote Common Shares 
directly at the Meeting - the voting information form must be returned to ADP well in advance of the Meeting in order to 
have the Common Shares voted. 


All references to Shareholders in this Circular and the accompanying Instrument of Proxy and Notice of Annual and 
Special Meeting are references to Shareholders of record (registered shareholders) unless specifically stated otherwise. 


EXERCISE OF DISCRETION BY PROXY 


The Common Shares represented by proxy in favour of management nominees shall be voted on any ballot at the 
Meeting and, where the Shareholder specifies a choice with respect to any matter to be acted upon, the Common Shares shall be 
voted on any ballot in accordance with the specification so made. 


In the absence of such specification, the Common Shares will be voted in favour of the matters to be acted upon. 
The persons appointed under the Instrument of Proxy furnished by the Corporation are conferred with discretionary 
authority with respect to amendments or variations of those matters specified in the Instrument of Proxy and Notice of 
Annual and Special Meeting. At the time of printing this Circular, management of the Corporation knows of no such 
amendment, variation or other matter. 


MATTERS TO BE ACTED UPON AT THE MEETING 
Fixing Number of Directors 


At the Meeting it is proposed that the number of directors to be elected to hold office until the next annual meeting or 
until their successors are elected or appointed, subject to the articles or by-laws of the Corporation, be set at four (4). There are 
presently five (5) directors of the Corporation, each of whom will retire from office at the Meeting. Unless otherwise directed, it 
is the intention of management to vote proxies in the accompanying form in favour of setting the number of directors to be elected 
at the Meeting at four (4). 


Election of Directors 


Unless otherwise directed, it is the intention of management to vote proxies in the accompanying form in favour of the 
election as directors of the following four (4) nominees: 


Dr. Brian Carpenter 
Greg Pendura 
David Slaback 
Dwayne Hunka 


The names and municipalities of residence of the persons nominated for election as directors, the number of voting 
securities of the Corporation beneficially owned, directly or indirectly, or over which each exercises control or direction, as at 
October 30, 2003, the offices held by each in the Corporation, the period served as director, and the present principal occupation 
of each, are as set forth below. 


Name and Offices Held and Number of Common Shares 
Municipality of Residence Time as Director Beneficially Owned Principal Occupation 
Dr. Brian Carpenter “” Chairman of the Board and 3,352,826 © President of BYO Balance Ltd., 
Edmonton, Alberta Director since September 17, a holistic health care company. 
1998 
Greg Pendura President and Chief Executive Nil @ President and Chief Executive 
Edmonton, Alberta Officer and Director since Officer of Resin. 


September 17, 1998 


David Slaback Vice-President, Operations and 540,071 © Vice-President, Operations of 
St. Albert, Alberta Director since January 24, 2000 Resin. 

Dwayne Hunka a) Director since September 17, 75,000 Vice-President and Manager of 
Edmonton, Alberta 1998 Waiward Steel Ltd., a steel 


fabrication company. 


Notes: 

(1) Member of the Audit Committee. E. Douglas Grindstaff is the third member of the Audit Committee. The board of directors of the 
Corporation will appoint/re-appoint members of the Audit Committee after the Meeting. 

(2) The Corporation does not have an executive committee. 

(3) 3,000,352 of these Common Shares are held by JMC Investments Ltd., a company whose voting securities are owned as to 100% by 
Dr. Carpenter’s spouse, Jeanne M. Carpenter. 

(4) 2,821,107 Common Shares are owned by a trust established pursuant to the laws of Barbados, the beneficiaries of which are Mr. 
Pendura's wife and his children. 

(5) Mr. Slaback owns 12% of the issued and outstanding shares of USCC Holding Company, which owns 4,500,596 Common Shares. 

(6) The information as to the number of Common Shares beneficially owned, directly or indirectly, or over which control or direction is 


exercised, is based upon information furnished to the Corporation by the respective nominees. 


Each of the nominees for director of the Corporation is currently a director and was elected to his present term of office 
by a vote of the Corporation’s Shareholders at a meeting thereof, the notice of which was accompanied by an information 
circular. 


Appointment of Auditors 


The auditors of the Corporation are KPMG LLP, Chartered Accountants, Edmonton, Alberta ("KPMG"). KPMG was 
originally appointed as the Corporation’s auditors on September 17, 1998. 


Unless otherwise directed, it is management’s intention to vote the proxies in favour of an ordinary resolution to appoint 
the firm of KPMG to serve as auditors of the Corporation until the next annual meeting of the Shareholders and to authorize the 
directors to fix their remuneration as such. 


Adoption of New Share Option Plan 


Shareholders will be asked at the Meeting to consider and, if thought advisable, to ratify and approve a new share option 
plan (the "2003 Plan") which will supersede and replace the existing stock option plan of the Corporation (the "Old Plan"). The 
Old Plan was approved by Shareholders of the Corporation on October 15, 2002. As of October 30, 2003, the Corporation had 
outstanding options to purchase 6,088,000 Common Shares. If the 2003 Plan is approved as proposed, the outstanding options 


will remain in effect and be exercisable in accordance with their terms and be deemed to be issued under the terms of the 2003 
Plan. 


The 2003 Plan contains terms and conditions substantially the same as those of the Old Plan, except that the maximum 
number of Common Shares reserved for issuance pursuant to the 2003 Plan is 9,500,000 Common Shares (being approximately 


20% of those outstanding as at October 30, 2003), an increase of 2,760,000 Common Shares from the 6,740,000 Common Shares 
issuable pursuant to the Old Plan. 


A copy of 2003 Plan is available for inspection at the Meeting and will be sent to any Shareholder prior to the Meeting 
upon request. 


Accordingly, at the Meeting, Shareholders will be asked to consider and, if thought fit, approve an ordinary resolution in 
the following form: 


"BE IT RESOLVED THAT: 


1M the Corporation and its successors are hereby authorized to implement the 2003 share option plan (the "2003 
Option Plan") as described in the Information Circular — Proxy Statement of the Corporation dated October 31, 
2003 and said 2003 Option Plan is hereby authorized and approved, subject to the receipt of the approval of the 


TSX Venture Exchange; 

2. the number of common shares in the capital of the Corporation to be reserved for issuance pursuant to the 2003 
Option Plan shall be set at 9,500,000; 

By the outstanding stock options to purchase common shares of the Corporation remain in effect and are 
exercisable in accordance with their terms and are deemed to be issued under the terms of the 2003 Option Plan; 
and 

4. any director or officer of the Corporation be and is hereby authorized and directed to do such things and to 


execute and deliver all such instruments, deeds and documents, and any amendments thereto, as may be 
necessary or advisable in order to give effect to the foregoing resolutions, and to complete all transactions in 
connection with the implementation of the 2003 Option Plan." 


In order to be passed, the foregoing resolution must be approved by the affirmative vote of a simple majority of the votes 
cast by the holders of Common Shares who vote in person or by proxy at the Meeting, excluding votes attaching to Common 
Shares beneficially owned by: 


(i) Insiders (as defined in Exchange Policy 1.1) to whom options may be granted under the 2003 Option Plan, and 
(11) Associates (as defined in Exchange Policy 1.1) of persons referred to in (i) above. 


The persons named in the Instrument of Proxy furnished by the Corporation intend, unless otherwise directed, to vote in 
favour of the resolution approving the 2003 Option Plan. 


Other Matters 


Management knows of no amendment, variation or other matter to come before the Meeting other than the matters 
referred to in the Notice of Annual and Special Meeting. However, if any other matter properly comes before the Meeting, the 
accompanying proxy will be voted on such matter in accordance with the best judgment of the person or persons voting the proxy. 


INFORMATION CONCERNING THE CORPORATION 
Voting Shares and Principal Holders Thereof 


The Corporation is authorized to issue an unlimited number of Common Shares without nominal or par value and an 
unlimited number of preferred shares issuable in series. As at the date hereof, 47,512,932 Common Shares of the Corporation are 
issued and outstanding, each such Common Share carrying the right to one vote on a ballot at the Meeting. As at the date hereof 
there are no issued and outstanding preferred shares. A quorum for the transaction of business at the Meeting is at least a person 
or persons present in person holding or representing in the aggregate not less than 5% of the Common Shares entitled to be voted 
at the Meeting. 


To the knowledge of the directors and senior officers of the Corporation, as at the date hereof, no person or company 
beneficially owns, directly or indirectly, or exercises contro] or direction over, voting securities of the Corporation carrying more 
than 10% of the voting rights attached to any class of voting securities of the Corporation. 


Executive Compensation 


Compensation of Named Executive Officer 


The following table sets forth all compensation paid to the Corporation’s Chief Executive Officer (the "Named 
Executive Officer") during the three fiscal years ended August 31, 2003. No other executive officer of the Corporation received a 
salary and bonus exceeding, in the aggregate, $100,000 during the fiscal year ended August 31, 2003. 


Annual Compensation Securities Under 
Other Annual Stock Options All 
Name and Principal Fiscal Salary Bonus reas Other Compensation 
Position veal my Soran 


Greg Pendura “” 83003 | | 105,996 | 996 


2002 | 96.360 eae 500,000 meine a 
2001 S8:410 Ueil vom orl eA Niles ig oye DN | Nee | 
John McCrae ® {ie ek en La Ce ee ae 


Notes: 
(1) Mr. Pendura was appointed President and Chief Executive Officer of the Corporation July 3, 2001. 
(2) Mr. McCrae commenced his employment with the Corporation as its President and Chief Executive Officer effective July 1, 1999 and 


resigned July 3, 2001. 


Long-Term Incentive Plan Awards 


Other than the stock option plan described under the heading "Stock Option Plan", the Corporation does not have any 
plans which provide compensation as an incentive for performance over a period longer than one financial year. 


The Corporation has no retirement plan, pension plan or other form of retirement compensation for its employees. 
Stock Options Granted to the Named Executive Officer 


There were no stock options of the Corporation granted to the Named Executive Officer during the fiscal year ended 
August 31, 2003. 


Value of Exercised/Unexercised Options Held by the Named Executive Officer 
No options to purchase securities of the Corporation were exercised by the Named Executive Officer during the fiscal 


year ended August 31, 2003. The number and notional value of exercisable/unexerciseable options held by the Named Executive 
Officer as at August 31, 2003 is set out below. 


Value of Unexercised in-the-Money 


Unexercised Stock Options at August 31, 2003 Stock Options at August 31, 2003 
(#) ($) 
Name Exercisable/Unexercisable Exercisable/Unexercisable 
Greg Pendura 700,000/Nil $387,000/Nil 
Note: 
(1) Based on the closing price of the Common Shares on the Exchange on August 29, 2003 of $0.94. 


Termination of Employment, Changes in Responsibilities and Employment Agreements 


The Corporation does not have a written employment agreement or termination of employment or "change of control" 
agreement with Greg Pendura, the President and Chief Executive Officer of the Corporation since July 3, 2001. 


Compensation of Directors 


The Corporation does not pay fees to directors, but from time to time has granted stock options to directors. In addition, 
directors are reimbursed for their out-of-pocket expenses incurred in carrying out their duties as directors. 


Stock Option Plan 


The Corporation has adopted a stock option plan (the "Old Plan") for officers, directors and employees of, and 
consultants to, the Corporation. The Old Plan permits the granting of options to purchase 6,740,000 Common Shares. The 
purpose of the Old Plan is to develop the interest of the aforementioned individuals in the growth and development of the 
Corporation by providing them with the opportunity through share purchase options to acquire an increased proprietary interest in 
the Corporation. The Old Plan also provides that: 


(a) 
(b) 
(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


any options granted pursuant to the Old Plan shall expire not later than five years after the date of grant; 
any options granted pursuant to the Old Plan shall be non-assignable and non-transferable; 


the exercise price of any options granted pursuant to the Old Plan shall not be lower than the Discounted Market 
Price of the Common Shares (where the "Discounted Market Price" is defined as the last closing trading price of 
the Common Shares on the exchange on which such Common Shares are trading before the date of the stock 
option grant, less the permissible discount (if any) of such stock exchange); 


the number of Common Shares issuable pursuant to the Old Plan to any one person in any 12 month period shall 
not exceed 5% of the outstanding Common Shares; 


the number of Common Shares issuable pursuant to the Old Plan to any one consultant of the Corporation in 
any 12 month period may not exceed 2% of the outstanding Common Shares; 


the number of Common Shares issuable pursuant to the Old Plan to persons employed in investor relations 
activities may not exceed 2% of the outstanding Common Shares in any 12 month period; 


the Old Plan provides that options shall terminate on the date the optionee ceases to be an employee, director or 
officer of, or consultant to, the Corporation, provided that if such termination is as a result of death of the 
optionee, the optionee's personal representative shall have one year to exercise such options, and further 
provided that if the optionee has ceased to be an employee, director or officer of, or consultant to, the 
Corporation for any other reason, other than for cause, the optionee shall have not in excess of 90 days to 
exercise the options (30 days if the individual was engaged in investor relations activities on behalf of the 
Corporation); and 


unless disinterested shareholder approval is obtained, the number of Common Shares: (i) reserved for issuance 
to insiders of the Corporation may not exceed 10% of the issued and outstanding Common Shares; and (ii) 
which may be issued to insiders within a one year period may not exceed 10% of the issued and outstanding 
Common Shares. 


The Board of Directors determines the time during which options shall vest and the method of vesting, subject to the 
policies of any exchange on which the Common Shares are trading at the date of grant. As at the date hereof, the policies of the 
TSX Venture Exchange provide that options must vest over a period of at least 18 months on a pro rata basis. 

Indebtedness of Directors and Senior Officers 

Management of the Corporation is not aware of any indebtedness (other than routine indebtedness) outstanding by any of 

the directors, executive officers of the Corporation or any of their associates to the Corporation, or any guarantees, support 


agreements, letters of credit or similar arrangements provided by the Corporation or its subsidiaries to any such persons, at any 
time since the commencement of the last completed financial year of the Corporation other than that set forth in the table below: 


Largest Amount Outstanding 
Involvement of During the Fiscal Year Amount Outstanding as Security for 
Resin Ended August 31, 2003 at October 31, 2003 Indebtedness 
$40,000 $40,000 200,000 Common Shares 
Lender $65,000 “” $43,000 325,000 Common Shares 
President and Chief Executive 
Officer and Director 


David Slaback Lender $30,000 $Nil 

Vice President Operations and 

Director 

Dwayne Hunka $15,000 $15,000 75,000 Common Shares 
Director 

E. Douglas Grindstaff Lender $175,540 ? $7,540 967,700 Common Shares 
Director 


Notes: 


Name and Principal Position 


Dr. Brian Carpenter 
Chairman of the Board and 
Director 


Greg Pendura 


150,000 Common Shares 


(1) On May 24, 2000 the Corporation loaned the directors and officers of the Corporation set forth in the table above an aggregate of 
$150,000 so that they may exercise stock options to acquire an aggregate of 750,000 Common Shares. The loans are evidenced by 
interest free promissory notes with no fixed terms of repayment and are secured by the pledge of 750,000 Common Shares. 

(2) On July 11, 2002, in connection with consulting services to be provided to the Corporation by Mr. Grindstaff, the Corporation loaned 
Mr. Grindstaff $193,540 to subscribe for 483,850 units of the Corporation, each unit consisting of one Common Share and one 
warrant of the Corporation, each warrant entitling the holder thereof to acquire one Common Share at an exercise price of $0.60 per 
share until June 30, 2003. Mr. Grindstaff exercised all of the warrants to acquire 483,850 Common Shares. The loan is evidenced by 
an interest free promissory note with no fixed terms of repayment and is secured by the pledge of 967,700 Common Shares. 


Management Contracts 


No management functions of the Corporation are to any substantial degree performed by any person or company other 
than the directors or senior officers of the Corporation. 


INTEREST OF INSIDERS IN MATERIAL TRANSACTIONS 


There were no material interests, direct or indirect, of directors and senior officers of the Corporation, proposed 
nominees for election as a director, any Shareholder who beneficially owns, directly or indirectly, or who exercises control or 
direction over, more than 10% of the Common Shares of the Corporation, or any known associate or affiliate of such persons, in 
any transaction since the commencement of the Corporation’s last completed financial year or in any proposed transaction which 
has materially affected or would materially affect the Corporation or any of its subsidiaries, except as disclosed elsewhere in this 
Circular. 


INTEREST OF CERTAIN PERSONS AND COMPANIES IN MATTERS TO BE ACTED UPON 


Management of the Corporation is not aware of any material interest, direct or indirect, by way of beneficial ownership 
of securities or otherwise, of any director or proposed nominee for election as a director or senior officer or any one who has held 
office as such since the beginning of the Corporation’s last financial year, or of any associate or affiliate of any of the foregoing 
persons, in any matter to be acted on, except as disclosed elsewhere in this Circular. 


APPROVAL AND CERTIFICATION 
The contents and sending of this Circular have been approved by the directors of the Corporation. 


The foregoing contains no untrue statement of a material fact and does not omit to state a material fact that is required to 
be stated or that is necessary to make a statement not misleading in light of the circumstances in which it was made. 


DATED at Edmonton, Alberta the 31st day of October, 2003. 


We / = A oe 


Greg Pendura Keith Gerrard 
President and Chief Executi fficer Controller and as Chief Financial Officer 


RESIN SYSTEMS INC. 


14604 — 115 A Avenue 
Edmonton, AB, T5M 3C5 
Tel: 780-482-1953 Fax: 780-452-8755 


Management's Responsibility for Financial Reporting 
August 31, 2002 


The accompanying consolidated financial statements and all of the information included in this report 
have been prepared by and are the responsibility of, management and the Board of Directors of Resin 
Systems Inc. The consolidated financial statements have been prepared in accordance with Canadian 
generally accepted accounting principles and reflect management's best estimates and judgments 
based on currently available information. The significant accounting policies which management 
believes are appropriate for the Company are described in Note 2 of the consolidated financial 
statements. 


Additionally, management has prepared, as a supplement to the consolidated financial statements, a 
reconciliation of the financial information to conform to United States generally accepted accounting 
principles. The Company became a reporting issuer of the U.S. Securities and Exchange Commission 
(“SEC”) as announced on December 3, 2002. 


The Company has developed and maintains an appropriate system of internal controls in order to 
ensure, on a reasonable and cost-effective basis, that relevant and reliable financial information is 
produced. 


The Board of Directors is responsible for reviewing and approving the consolidated financial statements 
and overseeing management's performance of its financial reporting responsibilities. The Board has 
appointed an Audit Committee comprised of one officer and two independent Directors. 


The Audit Committee reviews the financial statements, the adequacy of internal controls, the audit 
process and financial reporting with management and the external auditors. The Audit Committee 
reports to the Board of Directors prior to the approval of the audited financial statements for publication. 


KPMG LLP, the external auditors, have performed an audit of the consolidated financial statements in 
accordance with Canadian generally accepted auditing standards on behalf of the shareholders . 


January 8, 2003 


Signed “Greg Pendura” Signed “Keith Gerrard” 
Greg Pendura Keith Gerrard 
President and CEO Controller 


MR 1 


AUDITORS’ REPORT TO SHAREHOLDERS 


We have audited the consolidated balance sheets of Resin Systems Inc. as at 
August 31, 2002, 2001 and 2000 and the consolidated statements of loss and 

deficit and cash flows for each of the years in the three year period ended 
August 31, 2002. These financial statements are the responsibility of the 

Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing 
standards and auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all 
material respects, the financial position of the Company as at August 31, 2002, 
2001 and 2000 and the results of its operations and its cash flows for each of 
the years in the three year period ended August 31, 2002, in accordance with 
Canadian generally accepted accounting principles. 


Canadian generally accepted accounting principles vary in certain significant 
respects from accounting principles generally accepted in the United States. 

Application of accounting principles generally accepted in the United States 

would have affected results of operations for each of the years in the three 

year period ended August 31, 2002, 2001 and 2000 to the extent summarized in 

note 17 to the consolidated financial statements. 


Signed: “KPMG LLP” 
Chartered Accountants 


Edmonton, Canada 
December 2, 2002 
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COMMENTS BY AUDITOR FOR U.S. READERS 
ON CANADA - U.S. REPORTING DIFFERENCE 


In the United States, reporting standards for auditors require the addition of 
an explanatory paragraph (following the opinion paragraph) when the financial 
statements are affected by conditions and events that cast substantial doubt on 
the Company’s ability to continue as a going concern, such as those described 
in the notes to these financial statements. Our report to the shareholders 
dated December 2, 2002, is expressed in accordance with Canadian reporting 
standards which do not permit a reference to such events and conditions in the 
Auditors’ Report when these are adequately disclosed in the financial 
statements. 


Signed: “KPMG LLP” 
Chartered Accountants 


Edmonton, Canada 
December 2, 2002 


FS-2 


RESIN SYSTEMS INC. 


CONSOLIDATED BALANCE SHEETS 
(Canadian Dollars) 


2002 2001 2000 
AUGUST 31, August 31, August 31, 
ASSETS 
Current assets: 
Cash and short term investments S Sy lfs} Seial $ MOF SS $ 1635.4 516 
Accounts receivable (note 3) 238,886 2S One 13 56916 
Receivable from NRC (note 15) 37.620 -- -- 
Inventories PRU Sy px Sh@)'5) 356,065 495,620 
Prepaid expenses and deposits 6, ISY 18,480 L7G 2760 
My O49 SBA 684,254 SZ 0S2 
Prepaid rent and 
security deposit (note 9) TP WD 31/2 010:0 B75, 01010 
Capital assets (note 4) AOL, QOal PST ys) 349,344 
Intangible assets (note 5) S15 , Sy Ish, PALL 702,802 
Loan receivable from director (note 6) -- -- 56,000 


Sale Seal aa SS Ly AA, ALES Se Typo S vials 
LIABILITIES and SHAREHOLDERS’ EQUITY 


Current liabilities: 


Payables and accruals S alah Llsy} S MGS) Shs S 485,198 
Notes payable (note 7) -- BVANG) SiS! -- 
TEGAN e533 506,358 485,198 
Long-term payable to NRC (note 15) 377.6210 -- -- 


Shareholders! equity: 


Share capital (note 8) eS OA ON, SFOS 2 aS TNC AAD? 
Deficit (OF 2:8 4558'5:9)) (3) 5:6:67, 3191") (5,960,442) 
1 AOD FE 148 SeSr vise, Ay Aide 983i 


Future operations (note 1) 
Commitments (note 9) 
Subsequent events (note 16) 


SS tye poe Sen OZ Zi So so a8 


See accompanying notes to consolidated financial statements. 
On behalf of the Board: 


Signed “Greg Pendura™ Signed “Len Danard™“ 
Director Director 


RESIN SYSTEMS INC. 


CONSOLIDATED STATEMENTS OF LOSS AND DEFICIT 


(Canadian dollars) 


See accompanying notes to consolidated financial statements. 
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2002 2001 2000 
AUGUST 31, AUGUISt mow: August 31, 
Revenue S$ S432 57 BSS) B35 Ss Sy, Ss 
Expenses: 
Cost of sales BINS WS 145,679 514,768 
Direct and product development 652 042 163,891 229,882 
Marketing and business development 314,168 aS) VAS} 394,867 
General and administrative 814,681 iy OS sh a ths SysK0) , Lay 
Interest and other charges 97.093 49,700 Akay, euks 
Amortization 62,438 Sooo 303,660 
2 O49 n 2 04 2 O37, OO 1,988,619 
Loss before the under-noted (Aly, FHONSy ERAT) (iaiSi soon) (Glee S23 0/456)) 
Gain (loss) on sale of capital assets S93 Ue pO (sal) 
Write-down of inventories -- -- (2245697) 
Write-down of capital and 
intangible assets (a2 As) (825,405) (a, ANOS) 5 AL AG) 
Net loss (leer: 6i8)) (2A OE, SAS) (256717660) 
Deficit, beginning of year (87 5:6:6713:9)15) (5), 9607442) (BZ 887182) 
Deficit, end of year Sy (AMO esl Sie Sy VS EG sieaby S ( 5. SiO), Avda) 
Basic and diluted loss 
per common share (note 8) S (OOS) Ss (C(O). 3E7) S (OR 2e18) 


RESIN SYSTEMS INC. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Canadian dollars) 


2002 2001 2000 
AUGUST 31, August 31, August 31, 
Cash provided by (used in): 
Operating: 
Net loss $ (i TNA p DSS (A, SOS 9209) Se CAA Oral OOO), 
Items which do not involve cash: 
Amortization 62,438 58,634 303,660 
Loss (gain) on sale of capital assets (393) (eZee) srehal 
Write-down of inventories -- -- 244,567 
Write-down of leases receivable -- -- B571642 
Write-down of capital and 
intangible assets D2 aaa S25 405 LOS hl 6 
Reduction of loan receivable 
from director -- Si/e Aull -- 
Consulting services settled by 
Reduction of share purchase loan 18,000 -- -- 
Shares to be issued pursuant to 
ARC agreement NSAy row Ss -- -- 
Change in non-cash operating 
working capital (3107, 23'S) (75,064) AOPX 5 SIPS) 
(aL et Wal, ShOS))) (ab, VSO, UIE) (ate ah MSS) 
Financing: 
Proceeds from issue of share capital, 
net of transaction costs tk Bay, USF iL OAC; asve} Sounoss 
Proceeds from issue of notes payable 739), 000 900,000 -- 
Repayment of notes payable (200,000) -- -- 
Repayment of long-term debt (note 7) -- -- (aaah 7, Baba), 
db, Ep MOT liye SAAS 9 eyShis! 176,422 
Investing: 
Purchase of capital assets (82), 5:0) (44,701) (Pate 9) 
Prepaid rent and security deposit 29,808 -- CENT OOO) 
Proceeds on sale of capital assets HOR O29 137,095 481,093 
Acquisition of intangible assets (39,441) (94a r 5S S07) (ALF) ae) 
18,846 255163) AHS SE) 
Increase (decrease) in cash 320,944 Sey alretal (348,004) 
Cash and short-term investments, 
beginning of year 97 7.637 ILS Sh, AVS) Sally, O10) 
Cash and short-term investments, 
End of year $ Sy), Seka, tS LO ,3S  S 163,456 


RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


Le 


Nature of operations and future operations: 


Resin Systems Inc. (the “Company”) was incorporated on July 26, 1995 under 
the Business Corporations Act of Alberta and commenced active operations on 
September 1, 1995. The Company's primary business is the development and 
marketing of its composite resin system. Until late fiscal 2000, the 
Company’s primary business was the sale of a protective coating, "Uni-Seal" 
produced from recycled tires. The Company is traded on the TSX Venture 
Exchange under the symbol “RS”. 


The Company has completed the filing of Form 20F registration statement 
under The Exchange Act of 1934 and is now a full reporting foreign private 
issuer in the United States. The Company is also currently in discussions 
with OTC Bulletin Board market makers to facilitate sponsorship in the U.S. 
Market. 


Future operations: 


These financial statements have been prepared on a going concern basis in 
accordance with Canadian generally accepted accounting principles (see also 
notes 16 and 17), which assumes the Company will realize its assets and 
discharge its liabilities and commitments in the normal course of business. 
The application of the going concern concept is dependent upon the ability 
of the Company to generate profitable operations and raise additional 
capital to support its ongoing development and operating activities. For 
the year ended August 31, 2002, the Company reported a loss of $1,717,968 
and has an accumulated deficit of $10,284,359. As at August 31, 2002 the 
Company has positive working capital of $893,178. 


In fiscal 2002 the Company began the implementation of a revised business 
plan, which included a reduction of staff and closing of its U.S. office 
that was opened earlier in 2002. The Company also began to implement a new 
sales and marketing strategy and spent considerable time and resources 
refining process issues related to entering pultrusion production. 


Also in fiscal 2002, the Company evaluated and pursued new financing 
alternatives, including signing agreements with the National Research 
Council (“NRC”) and the Alberta Research Council (“ARC”) to assist the 
Company in further development of various Version resin systems. Prior to 
entering into these agreements, the Company issued $739,000 in notes payable 
that were, under the terms of the notes, converted into equity upon 
execution of the NRC agreement. In addition, the Company completed a fully 


subscribed private placement that generated proceeds of $1,239,713 (see note 
is) 2 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


av 


Nature of operations and future operations, (continued): 
Future operations, (continued): 


The ability of the Company to continue as a going concern and to realize the 
carrying value of its assets and discharge its liabilities when due is 
dependent on the successful completion of the actions taken or planned, 
which management believes will mitigate the adverse conditions and events 
that raise doubt about the validity of the “going concern” assumption used 
in preparing these financial statements. 


These financial statements do not reflect any adjustments that would be 
necessary if the “going concern” assumptions were not appropriate because 
Management is of the opinion that sufficient working capital will be 
obtained from operations, shareholders and other external financing sources 
to meet the Company’s liabilities and commitments as they become payable. 


Significant accounting policies: 


(a) Name change: 
On May 8, 2000, the Company changed its name to Resin Systems Inc. 
from Recycled Solutions for Industry Inc. 


(b) Basis of presentation: 
These consolidated financial statements include the accounts of the 
Company and its U.S. subsidiary, Resin Systems Incorporated. The 
Company also has the following inactive subsidiaries: Uni-Seal 
(Canada) Inc., Uni-Seal USA Ltd., Uni-Seal Moulding Technologies Inc., 
Resin Systems International Ltd. (Barbados) and Resin Systems Sales 
Limited (Ireland). 


(c) Cash and short-term investments: 
Cash and short-term investments are carried at cost which approximates 
market. The Company considers deposits in banks, certificates of 


deposit and short-term investments with original maturities of three 
months or less as cash and short-term investments. 


(da) Inventories: 


The Company records inventories on a first-in, first-out basis at the 
lower of cost and net realizable value which is equivalent to market. 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


2. Significant accounting policies, (continued): 


(e) Capital assets: 
Capital assets are recorded at cost. Amortization is provided using 
the declining balance method at the following annual rates: 


Asset Rate 

Building 5% 

Equipment 20% 

Computer hardware and software 30% 
(GE) Intangible assets: 


The Company is engaged in research and development work and the costs 
of such are expensed as incurred, unless they meet the criteria for 
deferral established by Canadian generally accepted accounting 
principles. Management assesses the applicable criteria on an ongoing 
basis. Research and development costs are reduced by any related 
government assistance and tax incentives. 


Intangible assets are recorded at cost and their carrying value is 
assessed for future recoverability or impairment on an annual basis. 
When the net carrying amount of an intangible asset exceeds the 
estimated net recoverable amount, the asset is written down with a 
charge against income in the period that such determination is made. 
Amortization of intangible assets is provided on a straight-line basis 
over their estimated useful life of five years. 


(g) Foreign currency translation: 
Foreign currency denominated monetary assets and liabilities are 
translated into Canadian dollars at exchange rates prevailing at the 
balance sheet date. Revenues and expenses are translated at the 
exchange rate in effect at the transaction date. 


The Company’s subsidiaries are fully integrated subsidiaries, and are 
translated into Canadian dollars using the temporal method, whereby 
monetary assets and liabilities are recorded at exchange rates in 
effect at the balance sheet date, non-monetary assets are recorded at 
historical exchange rates, and revenues and expenses are recorded at 
the exchange rate on the transaction date. 


Exchange gains and losses are included in the determination of 
earnings (losses). 


FS-8 


RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 


(Canadian Dollars) 


Years ended August 31, 2002, 2001 and 2000 


Significant accounting policies, 


(continued) ;: 


Foreign currency translation, (continued) : 
The following rates were used in the preparation of the financial 
statements: 


Average rate Rate at year end 


August 31, 2002 1.5440 MoS) SANS 
August 31, 2001 Alps oye) al susyalgeys) 
August 31, 2000 1.4812 S457, 


Use of estimates: 
The preparation of financial statements in accordance with Canadian 
generally accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of assets 
and liabilities and disclosure of contingent liabilities at the date 


of the financial statements and the 
expenses during the period. Actual 
reported. The recoverable value of 
intangible assets, and amortization 
items subject to estimates in these 


(i) Stock-based compensation plans: 


The Company has a stock-based compensation plan, 


note 8. No compensation expense is 


stock or stock options are issued to employees. 
paid by employees on exercise of stock options or purchase of stock is 


credited to share capital. 


reported amounts of revenues and 
results could differ from those 
the inventories, capital and 
rates are the more significant 
financial statements. 


recognized for this plan when 
Any consideration 


When the Company issues stock to non-employees for services in 


settlement of debt, 
fair value. 
compensation expense is recognized. 


it recognizes the transaction at the estimated 
When the Company issues stock options to non-employees no 


Any consideration paid by the 


non-employees on exercise of the stock options is credited to share 


capital. 
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which is described in 


RESIN SYSTEMS INC. 
Notes to Consolidated Financial Statements 


(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


2. Significant accounting policies, (continued): 
(i) Stock-based compensation plans, (continued): 


In December 2001, the CICA issued Handbook Section 3870 to be applied 
for fiscal years beginning on or after January 1, 2002. This standard 
requires that certain types of stock-based compensation arrangements 
be accounted for at fair value, giving rise to compensation expense. 
The section sets out a fair value based method of accounting that is 
required for certain, but not all, stock-based transactions and 
applies to transactions in which shares of common stock, stock 
options, or other equity instruments are granted or liabilities 
incurred based on the price of common stock or other equity 
instruments. The new standard permits companies to continue the 
policy that no compensation cost is recorded on the grant of stock 
options to employees. Disclosure of pro forma earnings and pro forma 
earnings per share as if the fair value based accounting method had 
been used to account for employee stock options are required for 
options granted to employees. Consideration paid by employees on the 
exercise of stock options is recorded as share capital and contributed 
surplus. The Company will adopt this standard in fiscal 2003. 


(j) Revenue recognition: 
Revenue is recognized upon the transfer of legal title. The Company 
sell licsnrald satis products ion a, SECO.B. Pillant’ basistand alleaask) of Wwoss 
is assumed by the customer once the product has left the Company’s 
plant. Only when this condition of sale has been met, does the 
Company recognize revenue associated with the transaction. 


(k) Income taxes: 
The Company uses the asset and liability method of accounting for 
income taxes on an annual basis. Under the asset and liability method, 
future tax assets and liabilities are recognized for the future tax 
consequences attributable to differences between the financial 
statement carrying amounts of existing assets and liabilities and 
their respective tax bases. Future tax assets and liabilities are 
measured using enacted or substantively enacted tax rates expected to 
apply to taxable income in the years in which those temporary 
differences are expected to be recovered or settled. The effect on 
future tax assets and liabilities of a change in tax rates is 
recognized in income in the period that includes the date of enactment 
or substantive enactment. 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 


(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


2. 


Significant accounting policies, (continued): 


(a) Loss per common share: 
In January 2001, The Canadian Institute of Chartered Accountants 
issued new requirements under Handbook Section 3500, Earnings Per 
Share. The standard required a change from the imputed interest 
method of presenting earnings per share to the treasury stock method 
of presentation for earnings per share. Under the treasury stock 
method, the objective is to provide a measure of the interests of each 
Common Share in the performance of an enterprise for the reporting 
period. 


The Company has adopted Section 3500 and applied it on a retroactive 
basis. Under the new standard, the 9,699,560 Common Shares held in 
escrow (see note 8) are not considered outstanding and are only 
included in the calculation of basic earnings per share when all the 
necessary conditions for their issuance have been satisfied. Asa 
result, the Company’s weighted average number of Common Shares 
outstanding for the periods ended August 31, 2002, 2001 and 2000 has 
been reduced by 9,699,560. This reduction has increased the loss per 
share for the year ended August 31, 2002 to $0.09 from $ 0.06, for the 
year ended August 31, 2001 to $0.17 from $0.10 and for the year ended 
Augusitmsd9 mz O00REOS0R 21 fom, SOR 


(m) Comparative figures: 
Certain comparative figures have been reclassified to conform to the 
financial statement presentation adopted in the year ended August 31, 
ROOA. 


Accounts receivable and allowance for doubtful accounts: 


The Company reports accounts receivable net of allowance for doubtful 
accounts and accounts that have been written off directly to expense as they 
become uncollectible during the year. An estimation of the allowance for 
doubtful accounts is based upon management’s analysis of individual customer 
accounts and the likelihood of collecting each account based upon the age of 
the amount outstanding as it relates to specific invoices. Allowance for 
doubtful accounts, as at August 31), 2002, 2001 and 2000 were; $124,203, 
$38,221 and nil respectively. 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


4. Capital assets: 


Accumulated Net Book 
Cost amortization value 
AuGusitiels, 2002: 
Equipment Ss SQ. IOS Sl) 2016 746 SS MSG, Sis) 
Computer hardware and 
software 84,439 ONS) SS S)AL BIS), Os) 
SAVE I ASS) SS RISEN NS Shi S AOA, Soa 
AuGustiisi, 200m 
Land $ 507 207 S -- $ SOM OW 
Building T2759 87, If, Sy 55,046 
Equipment 321,428 1G Aeaas)S LEG. es 
Computer hardware and 
software 61,048 35), SAG IRS) 3) 0P 
S Siehsy, S70 S wali, QAO SF B34) HOS) 
Auguste sdyue2 OOK 
Land $ 68,328 S$ -- $ 68,328 
Building ANOO),; SIL! 13,606 Sion aae2 
Equipment 3016 NOi5i7 354210 IO), G3 
Computer hardware and 
software 48,284 RN HALF DS (SVT 
SS bya, S37 S37 O43 $ 349,344 


During fiscal 2002, the Company sold excess lab equipment for gross proceeds 
of $3,271, also during this period the Company sold its land and building in 
the United States for gross proceeds of $75,000 U.S. 


During the year ended August 31, 2001, the Company wrote down its land and 
building located in the United States by $45,552 to reflect the fair market 
value of the property which was subsequently sold. 


In fiscal 2000 the Company sold land and building located in Edmonton as 
well as a truck and trailer. This transaction reduced the Company’s long- 
term debt to nil. Commensurate with the sale of the land and building, the 
Company entered into an agreement with the purchaser to lease-back the 
facilities on a long-term basis. Additionally, the Company wrote down 
capital assets during the year ended August 31, 2000 by $103,116. 
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RESIN SYSTEMS INC. 

Notes to Consolidated Financial Statements 
(Canadian Dollars) 

Years ended August 31, 2002, 2001 and 2000 


5. Intangible assets: 


Accumulated Net Book 
Cost amortization value 
Auguste si. 2002 
Leasehold improvements $ Bh adalat il $ 3,944 S 315 74:97 
AUGUS ole 
Leasehold improvements S$ INS Sy S Shp Syl el So. IES} alah 
August siya 2 000 
Technology rights to 
Uni-Seal sealant Ss BA8) 6sis S -- $ 52:97, 635 
Version resin deferred 
development costs ahaa asia -- al 7raly alesyal 
Leasehold improvements 2,094 58 2,036 
SO, HOO $ 58 $ 702,802 


During the year ended August 31, 2002, the Company moved the location of its 
head office. As a result, unamortized leasehold improvements related to the 
previous location of $12,414 were written off. 


In August 2001, management wrote off a majority of the Company’s intangible 
assets as the recovery of these costs could not be reasonably regarded as 
assured. 


In fiscal 2000 the Company shifted its focus toward its “Version” resin 
system and away from industrial coatings. As a result, in fiscal 2000 the 
carrying value of the “Uni-Seal” technology rights were written down by a 
net amount of $1,000,000 to reflect the estimated portion that related to 
the industrial coatings products. 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


62 


Related party transactions: 


During the year ended August 31, 2002, the Company contracted with one of 
its directors and senior officers to provide services amounting to $7,490 
for leasehold improvements which were capitalized. 


In 1999, the Company provided one of its directors with an interest free 
loan relating to relocation expenses. During the year ended August 31, 
2001, this loan was reduced by the relocation expenses incurred and was 
fully repaid. 


Notes payable: 


(a) Issued fiseal 2001: 


During the year ended August 31, 2001, the Company completed the 
private placement of promissory notes in the aggregate principal 
amount of $900,000 bearing interest at 12% per annum. The holders of 
the promissory notes had a first right, but not an obligation to, 
participate in the prospectus offering that closed on June 29, 2001, 
to the extent of all, but not less than all, of the outstanding 
balance of the principal sum thereof and any accrued and unpaid 
interest thereon, plus a cash bonus equal to the difference between 
$12,000 (for each principal amount of $100,000) and such accrued and 
unpaid interest at the time of the election to participate in the 
offering. Of the aggregate amount mentioned above, holders of 
$600,000 (principal sum) elected to participate in the prospectus 
offering. 


A holder of a promissory note with an original principal amount of 
$100,000 entered into agreement with the Company to be included in the 
new secured convertible promissory notes issued in fiscal 2002 (see 
note (b)»). 


The remaining promissory notes with an original principal amount of 
$200,000 and the accrued interest thereon were repaid in the year 
ended August 31, 2002. 
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RESIN SYSTEMS INC. 
Notes to Consolidated Financial Statements 


(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


7. Notes payable, (continued): 
(bb) ssuedminscall 2002. 


During the year ended August 31, 2002, the Company issued $739,000 in 
new secured convertible promissory notes. These notes bore interest at 
a rate of 12% per annum with interest commencing February 1, 2002, and 
due December 20, 2002. Additionally, these notes were, at the option 
of the holder, convertible to an equity unit on the basis of one 
“unit” for each $0.32 of principal and interest. Each unit was 
comprised of one Common Share and one warrant to purchase a Common 
Share at a price of $0.75 per share on or before December 20, 2002. 
The conversion right was deemed to be exercised on the date the 
Company entered into the proposal with the National Research Council 
of Canada to receive funding. 


On April 18, 2002 the Company entered into an agreement with the 
National Research Council which triggered the deemed conversion of the 


notes and $860,241 of principal and accrued interest was converted to 
Common Shares and warrants. 


8. Share capital: 
(a) Authorized and issued shares: 


The Company’s authorized share capital consists of an unlimited number 
of Common Shares and preferred shares issuable in series. 


The Company’s issued share capital consists of the following Common 


Shares: 
Number of 
shares Amount 

Balance August 31, 1999 BR Uy DAS, Se 044 S89 
Shares issued for cash net of 

transaction costs and share 

subscription promissory notes 

OLS SO 000 1,654,000 387,633 
Balance August 31, 2000 PDS) MSP Oy PAS) YE SOE CEO 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


8. Share capital, (continued): 


(a) Authorized and issued shares, (continued): 
Number of 
shares Amount 

Balance August 31, 2000 (forward) DES SAS PAVE) TAA DR PP 
Shares issued for cash net of 

transaction costs 2,244,766 998,538 
Conversion of notes payable 

net of transaction costs (note 7) WE OSS) HET O23) Bae} 
Stock options exercised TOR O00 28,000 
Balance August 31, 2001 BY SPRUE SSP ©) OS, ALA ts) 
Conversion of notes payable 

net of transaction costs (mote 7) ZNOSS 2S 860,241 
Shares issued for cash net of 

transaction costs and share 

subscription promissory notes 

one  Saly/Sy,, S40) 3), 7 50), 01010 i , PST, Pas 
Total issued and outstanding Bye) 5 Fils) Oey Ss) Ae OOF 32 
Shares to be issued pursuant to 

ARC Agreement (note 15 & 16) BILD, SO IAL, SV I'5) 
Balance August 31, 2002 S47 1025), cD Se AIL Sel, Si) 7/ 


In conjunction with a private placement completed during the year 
ended August 31, 2002, the Company issued to a director 483,850 Common 
Shares and 483,850 Common Share purchase warrants (see note 8 (c)), in 
exchange for a promissory note in the amount of $193,540. The 
promissory note is non interest bearing and is being repaid through 
the provision of consulting services at approximately $12,000 per 
month. If the consulting agreement is terminated, any amount 
outstanding is due within sixty days. As collateral for the note, the 
Company is holding the 483,850 Common Shares and warrants. As at 
August 321, 2002 the balance outstanding as) $175, 540), 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 
(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


8. 


Share capital, (continued): 


(b) 


Options: 


Stock option plan: 


The Company has adopted a stock option plan to advance the interests 
of the Company by encouraging its directors, management, employees and 
consultants to acquire shares in the Company. Under terms of the 
plan, the Board of Directors has full authority to administer the plan 
in accordance with the terms of the plan. The plan provides that the 
aggregate number of shares to be delivered upon the exercise of all 
options granted under the plan shall not exceed 10% of the issued 
shares of the Company at the time of granting options. The number of 
options and exercise price thereof is set by the Board of Directors at 
the time of grant, provided that the exercise price may not be less 
than the market price of the shares, less any discounts permitted by 
the rules of the stock exchange or stock exchanges. 


The maximum number of options that may be granted to any one 
individual shall not exceed 5% of the Company’s issued and outstanding 
Common Shares. The options granted under the plan may be exercisable 
for a period not exceeding five years and may vest at such times as 
the Board of Directors may determine at the time of grant. 


Outstanding Options: 


A summary of the status and changes in the Company’s outstanding stock 
options is presented below: 


Number of Weighted average 

share options exercise price 

Outstanding, September 1, 1999 1S 3510010 S 0223 
Granted Il? Se O00 0.45 
Exercised (894,000) 0.20 
Forfeited (451,000) 0.20 
Outstanding, August 31, 2000 i shalisy (Oly) O) NS) 
Granted 825,000 0.78 
Exercised (70,000) 0.40 
Forfeited (190,000) OT 
Outstanding, August 31, 2001 1,880,000 0.60 
Granted PX EMSS 5) 5 OLONG) Oss 
Exercised (200,000) ORSS 
Forfeited (1,450,000) 0.69 
Outstanding, August 31, 2002 By AU's), COLONG, S ORs'6 
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RESIN SYSTEMS INC. 


Notes to Consolidated Financial Statements 


(Canadian Dollars) 
Years ended August 31, 2002, 2001 and 2000 


8. Share capital, (continued): 
(b)> SOptaions, (continued): 
Outstanding Options, (continued) : 


The following table summarizes information about the stock options 
Outstandingwase atc Auguste ci 2002: 


Weighted 

average 
Exercise Number years Exercisable at 
price outstanding remaining August 31, 2002 
$0.34 70,000 3.00 NS), OG, 
$0.34 845,000 Al SONS 596,666 
$0.40 200,000 0.42 200,000 
$0.40 250,000 Deol ZS On O00 
$0.40 1,360,000 Ae I EGO 101010 
$0.40 350,000 A792 250,000 

S0n50 70,000 Are 50 -- 

S:0)-65 40,000 Smo 40,000 
By 85) 01010 Ar A SSA HIS 


During the year ended August 31, 2000, certain directors and officers 
exercised 750,000 options with an exercise price of $0.20 per share. 
Payment for these shares was made in the form of promissory notes 
totaling $150,000, as collateral for notes the Company is holding the 
750,000 shares. These promissory notes are interest free and have no 
fixed terms of repayment. In the fiscal year ended August 31, 2002, a 
director and officer of the Company paid $2,000 for part of the note, 
as a result 10,000 shares were released. 


Additionally in the year ended August 31, 2002, a consultant exercised 
200,000 options with an exercise price of $0.35 per share. Payment 
for these shares was pursuant to an interest free promissory note, 
with terms of payment in full on or before December 31, 2002. 
Subsequent to this issuance, the consultant requested to cancel these 
shares and corresponding promissory note to which the Company agreed 
and executed the cancellations. 
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8. Share capital, (continued): 
(b) Options, (continued) : 
Options held by consultants: 


Included in the outstanding stock option amounts above, are options 
that were granted to consultants, the details of which are outlined 


below. 
Number of Weighted average 
share options exercise price 
Outstanding, September 1, 1999 B75 10100 $ ORZ0 
Granted 200,000 OFe'5 
Exercised (60,000) 0.20 
Forfeited (NOS, OOO); ORZ0 
Outstanding, August 31, 2000 B50 01010 0.29 
Granted 200,000 0.93 
Exercised -- -- 
Forfeited (150,000) O20 
Outstanding, August 31, 2001 400,000 0.64 
Granted 615,000 ORY 
Exercised (200,000) O35 
Forfeited (200,000) Ores! 
Outstanding, August 31, 2002 615,000 ORS 
(c) Warrants: 


Pursuant to a private placement completed during the year ended August 
31, 2001, the Company granted 1,000,000 share purchase warrants to the 
subscribers thereof. Each warrant was exercisable into one Common 
Share of the Company at any time prior to December 22, 2001 at an 
exercise price of $0.60. In fiscal 2002 the Company obtained 
permission from the regulatory authorities to extend the expiry date 
to April 22, 2002. All warrants pursuant to this issue expired in 

Laks CalleeZ O.02r 
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8. Share capital, (continued): 
(c) Warrants, (continued) : 


As part of a prospectus offering completed in fiscal 2001, the Company 
granted an additional 1,948,624 warrants with an exercise price of 
$1.00 per share. Each warrant entitled the holder to acquire one 
Common Share at any time prior to July 2, 2002. All warrants relating 
(ee) elgukS) alSSUlS Eeigontictsyel Akal TeslexeeNl AWA, 


In conjunction with the note payable conversion referred to in note 7 
above, the Company issued 2,688,253 warrants with an exercise price of 
$0.75 and an expiry date of December 20, 2002. 


Additionally in fiscal 2002, as part of a private placement completed 
July 15, 2002, the Company issued 3,750,000 warrants with an exercise 
price of $0.60 and an expiry date of June 30, 2003. 


(da) Escrow shares: 


As-at August 317 2002, 976997560 of the Companys assued shares are 
held in escrow and may not be released without the prior consent of 
regulatory authorities. The release of these shares is governed by 
certain conditions, including one share to be released for each $0.50 
of cash flow generated from operations by the Company and a maximum of 
one-third of the original amount released in any calendar year. 


Subsequent to August 31, 2002, the escrow agreement was converted toa 
time released escrow pursuant to a resolution passed at the Annual and 
Special Meeting of the Company held on October 15, 2002 (see note 16). 


(e) Loss per share: 


Basic loss per share is calculated using a monthly weighted average of 
shares outstanding. This calculation removes any shares held in 
escrow which as at balance sheet date are contingently returnable. 

The weighted average Common Shares outstanding for August 31, 2002 was 
19,369,745 and for August 31, 2001 and 2000 were 15,789,640 and 
12,806,962 respectively. The effect of the exercise of options and 
warrants outstanding would be anti-dilutive and therefore the 
numerator and denominator for the calculation of diluted loss per 
share are the same as basic loss per share. 
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SF 


10. 


Commitments: 
(a) Royalties: 


As part of the purchase of the technical rights of the Uni-Seal 
sealant the Company agreed to pay vendor royalties on the amount of 
industrial coatings products sold at a rate ranging from $0.10 to 
$1.00 per gallon. 


(b) Operating lease: 


The Company has entered into an agreement to lease plant and office 
space for a period of five years commencing February 1, 2002, with one 
renewable option for another five years. The minimum rent payable for 
each of the next five years is as follows: 


Year ended Lease Payments 
Mocpicg sik, AOS S Pp aes 
August 31, 2004 80,910 
iotenwusie.. Bik, AOMI!s S269 
August 31, 2006 84,956 
August 31, 2007 (5 months) 35), JOO 


Financial assets and financial liabilities: 


The fair values of the Company's cash and short-term investments, accounts 
receivable, accounts payable and accrued liabilities and notes payable and 
accrued interest approximate their carrying values due to their short-term 
nature. 


As at August 31, 2002, one customer accounted for 48% of total accounts 
receivable, net of allowance, (2001 - 80%, 2000 - 17%). The remaining 
accounts receivable relate to customers in North America. The Company does 
not obtain collateral or other security to support financial instruments 
Subsjiece) tovcredimt risk. 
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10. 


shal 


12). 


Financial assets and financial liabilities, (continued): 


The Company earns revenue and records accounts receivable in foreign 
currency translated to Canadian dollars at the time of the transactions. 
The Company does not use derivative instruments to mitigate the effects of 
foreign exchange changes between the recording date of the accounts 
receivable and the receipt of cash. These accounts receivable are short- 
term in nature. The effects of the foreign exchange changes are not 
significant and foreign exchange gains and losses are included in revenue. 


Revenue: 
Revenue for the year ended August 31, 2002 includes interest income of 


Serre, KUNeKeichs Sil, wOOal oa Ci Oval, weiss Sil, LOWO = SAS) - 


Income taxes: 


Expected tax rate: 


The expected effective tax rate for a public company in Alberta is 
approximately 39% (2001 - 40% and 2000 - 44%). The Company’s recorded 
income tax expense (recovery) differs from the amounts computed by 
applying the Company’s estimated income tax rate to the loss before 
income taxes as a result of the following: 


AUGUSIEm Sus, August 31, iNoenasic shal, 
2002 2001 2000 
Loss before income taxes S (1,699,968) S (4, 80S, SAS) S (2,67 iL, S50) 
Computed “expected” tax 
recovery (663,000) (1,042,000) (el 7680 0:0)) 
Change in valuation 
allowance 328,000 950,000 892,000 
Change in enacted tax rates 
and use of tax rates 
of future years 386,000 188,000 -- 
Others ne ludanc 
permanent and U.S. 
tax rate differences (Sab, OO) (96,000) 284,000 
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12. Income taxes, (continued): 
(b) Net future tax assets: 


The tax effects of temporary differences that give rise to significant 
portions of the future tax assets: 


August 31, August 31, August 31, 
2002 2001 2000 
Future tax assets: 
Non-capital losses 
GCanriedstorward—-Cdn sass 2,334,000 Se ily Sey OOS So Ap S/S OOo 
Non-capital losses 
carried forward-U.S. 374,000 392 000 226,000 


Capital assets, differences 
between net book value and 
undepreciated capital cost 102,000 81,000 LE; 01010 


Intangible assets, 
differences between net 
book value and cumulative 


eligible capital 551,000 696,000 Sale 0100 

Other 189,000 S000 43,000 

By 5.07, 0100 S), BA Ov aK0) PP RHPA OOK) 

Less valuation allowance (B75 S:0F010)0)) (aes 30003) (2527 An OOW)) 
§ = § = § = 


The Canadian non-capital losses carried forward expire primarily from 
2004 through 2009, while the U.S. non capital losses carried forward 
expire primarily from 2016 through 2022. 


13. Segmented information: 
The Company’s activities comprise one business segment. 
For the years ended August 31, 2002, 2001 and 2000, the Company’s revenue 
includes sales to companies in the United States of $240,554, $139,320 and 
S40, 4425 respectively. Also; asa August 31) 20027) 2001 and 20007) the 


Company had capital assets with a net book value of $47,105, $167,052 and 
$229,379 respectively located in the United States. 
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14. Statement of cash flows: 


Supplementary information related to cash flows from operations: 


August 31, Augusit 31; August 31, 

2002 2001 2000 

Interest paid S Wes $ -- S (a7 2457) 
Interest received Si PASO) Aye 10) 7/ ak 196 


15. Government assistance, contingent liabilities and equity issue: 
(a) Government assistance: 


During the year ended August 31, 2001, the Company received $41,000 in 
government assistance which was netted against development expenses. 


(b) Government assistance and contingent liability: 


During the year ended August 31, 2002, the Company entered into an 


agreement with the National Research Council of Canada (“NRC”), to 
further develop the Company’s Version resin technology for the 
pultrusion and filament winding composite markets. This agreement 


falls under the NRC’s Industrial Research Assistance Program (“IRAP”) 
and allows for the Company to receive up to $400,000 over a two year 
period. These proceeds are for certain costs incurred by the Company 
in developing Version F and Version S resin systems, two products 
designed for flame retardancy and processing speed applications. 
These proceeds are repayable at a rate of 1.9% of gross quarterly 
revenues, earned during the period June 1, 2005 to March 1, 2010. If 
the Company has not repaid an amount equal to NRC’s contribution by 
March 2010, the Company is liable to make payments of 1.9% of gross 
revenues until either the full amount is repaid or June 1, 2015. 


As at August 31, 2002, the Company has presented to the NRC two claims 
totaling $37,620 which have been recorded in the Company’s records as 
a receivable with an offsetting long-term liability. The $37,620 was 
received subsequent to August 31, 2002 in full. 
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15. Government assistance, contingent liabilities and equity issue, 
(continued) : 


(c) Government assistance and equity issue: 


In the third quarter of fiscal 2002, the Company entered into a 
collaborative research and development agreement with the Alberta 
Research Council (“ARC”), to optimize the commercialization of the 
Company’s Version G resin system. The ARC will provide up to $500,000 
worth of research and development services to the Company in four 
installments of $125,000. In exchange for these services, the Company 
will issue to the ARC the equivalent monetary value in Common Shares 
of the Company. The agreement sets out the valuation of these shares 
at points in time. 


The first instalment of $125,000 was received by the Company on August 
30, 2002, and under the terms of the agreement the deemed price per 
share for this installment was set at $0.40 which entitled ARC to 
receive 312,500 shares. As at balance sheet date, these shares had 
not been issued, however in accordance with Canadian generally 
accepted accounting principals (“Cdn. GAAP”) the Company has recorded 
the pending issue at its August 30, 2002 market price of $0.59 which 
in resulted in an additional expense of $ 59,375. 


16. Subsequent events: 
(a) Change in Stock Option Plan: 


Subsequent to the balance sheet date, the Company held its Annual and 
Special Meeting on October 15, 2002 in Edmonton. At the meeting the 
disinterested shareholders approved the adoption of a new stock option 
plan for the Company. Disinterested shareholders are those 
shareholders who are neither directors nor senior officers of the 
Company nor associates of the directors or senior offices of the 
Company. This plan limits the issuance of stock options to a maximum 
of 6,740,000 Common Share options, which at the time, represented 
approximately 20% of the Company’s issued and outstanding Common 
Shares. 
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16. Subsequent events, (continued): 
(b) Change in Escrow Agreement: 


At the Annual and Special Meeting of the Company held on October 15, 
2002 in Edmonton, disinterested shareholders voted in favor of 
amending the terms of the Performance Escrow Agreement as allowed by 
the Canadian Securities Administrators and the TSX Venture Exchange 
polices. Under the amended agreement, the 9,699,560 Common Shares 
held under the Performance Escrow Agreement are subject to release on 
a time basis. The first release from this agreement allows for 
484,978 Common Shares, on a pro rata basis to be released on April 15, 
2003, subject to the approval of the TSX Venture Exchange. The 
balance of the shares will be releasable over a period of six years 
with releases allowed every six months. The maximum number of Common 
Shares that can be released at any time is 10% of the then current 
issued and outstanding Common Shares. 


(c) Letter of agreement with Canzeal Enterprises Ltd.: 


On December 2, 2002 the Company announced it had entered into a letter 
of agreement with Canzeal Enterprises Ltd. (“Canzeal”),to acquire the 
worldwide right, title and interest in and to all intellectual 
property assets of Canzeal relating to the design, manufacture and 
distribution of composite poles. In exchange for this intellectual 
property and associated rights the Company will issue Canzeal 
3,000,000 equity units of the Company consisting of one Common Share 
and one-half warrant, each whole warrant entitling the holder to 
acquire one Common Share at an exercise price of $0.75 per share at 
any time on or before the first anniversary of the closing date of the 
acquisition. The deemed price per the agreement, for these units has 
been set at $1.5 million. This agreement is subject to regulatory 
approval and certain conditions precedent, including the Company 
raising a minimum of $1,000,000 and a maximum of $3,000,000 through an 
equity or debt offering. Pursuant to the agreement the purchase is 
expected to close on or before March 15, 2003. 


Pursuant to this agreement, the Company for a period of four years 
from the closing date, will pay Canzeal a royalty equal to 3.5% of the 
gross sales of composite poles manufactured by the Company using the 
intellectual property and rights mentioned above. Additionally, the 
Company will pay Canzeal one half of any royalties generated by the 
Company’s licensing of the property to a third party up to a maximum 
of 3.5% of gross sales. 
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16. Subsequent events, (continued): 


(c) Letter of agreement with Canzeal Enterprises Ltd., (continued) 


The Company will also grant Canzeal a right of first refusal to build 
manufacturing equipment based on the intellectual property to produce 
the composite poles. Additionally, the Company will pay Canzeal 50% 
of any profits generated from the sale of such equipment provided by 
Canzeal, provided that Canzeal does not charge the Company more than 
5% more than any bona fide quote the Company receives from a third 
party to the equipment. 


(da) Private Placement of 6,000,000 equity units: 


On December 2, 2002 the Company issued a press release announcing its 
intention to issue a maximum of 6,000,000 equity units consisting of 
one Common Share and one Common Share warrant at a price of $0.50 per 
unit. The Common Share warrant will entitle the holder to acquire one 
Common Share at an exercise price of $0.75 per share subject to 
adjustment in certain events, at any time on or before 4:30 p.m. 
(Edmonton time) on the first anniversary of the closing date of the 
private placement. 


Management disclosed that the proceeds from this private placement 
will be used to establish a fully operational Canadian based 
manufacturing facility, infrastructure and marketing/sales team to 
commercialize the manufacture and sale of compost poles by June 30, 
2003. 


17. Reconciliation with United States generally accepted accounting principals: 


The Company follows Canadian generally accepted accounting principles 
(“GAAP”), which conform in all material respects with those in the United 
States (“U.S.”), except as described below. The paragraphs below describe 
the exceptions and the impact thereof, while the tables that follow 
summarize the financial impact on the Company's net loss, deficit and 
affected balance sheet items. 
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17. Reconciliation with United States generally accepted accounting principals, 
(continued) : 


(a) Intangible assets: 


The Company under Canadian GAAP has recorded intangible assets related 
to development costs and the purchase of technology rights. Under 
Canadian GAAP, certain development costs are deferred and amortized on 


a systematic and rationale bases. Under U.S. GAAP, such amounts are 
expensed as incurred. 


These differences under U.S. GAAP result in a reduction in expenses of 


$1,062,648, $689,561 and nil for the years ended August 31, 2000, 2001 
and 2002 respectively. 


(b) Write-down of capital assets: 


Under Canadian GAAP, the write down of capital assets to net 
recoverable value may be done by estimating its future cash flow 
together with its residual value. Under U.S. GAAP, the write down 
would require discounting of future cash flows. During the years 
ended August 31, 2002, 2001 and 2000, the Company has recorded a nil, 
$45,552 and $103,116 write-down of capital assets, which would not be 
materially different under U.S. GAAP as the write down was based on 
what the value of the assets would be if the item would be sold 
currently between willing parties. 


(ce2) Revenue and cost of sales: 


Under U.S. GAAP, interest income for the year ended August 31, 2002 of 


$3,730 (2001-$14,071 and 2000-$196) would be excluded from revenue and 
included under expenses (and other income). 


Under U.S. GAAP, the Company’s $244,567 write-down of inventories in 
the year ended August 31, 2000 would be included in cost of sales. 
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17. Reconciliation with United States generally accepted accounting principals, 
(continued) : 


(d) Stock based compensation: 


Under Canadian GAAP, there is no requirement to record compensation 
expense on the issue of stock options or stock to employees, directors 
or consultants. Under U.S. GAAP for stock and stock options issued to 
employees the Company has adopted the intrinsic value-based method of 
accounting prescribed by Accounting Principles Board (“APB”) Opinion 
No. 25, “Accounting for Stock Issued to Employees”, and related 
interpretations. As such, compensation expense is recorded on the 
date of grant only if the current market price of the underlying stock 
exceeds the price the employee or director is required to pay. Under 
U.S. GAAP, stock options issued to consultants and other third parties 


are accounted for at their fair values in accordance with SFAS No. 
WAS} 


The Company pursuant to an employment contract committed to issue 
80,000 common shares to an employee over the period July 1999 to 
August 2000. The impact under U.S. GAAP using the intrinsic value- 
based method was additional compensation expense of $78,000 and 
$26,000 for the years ended August 31, 2000 and 1999, respectively. 


The Company issued stock options to employees and directors during the 
years ended August 31, 2000 and 1999 where the market price at the 
date of grant exceeded the exercise price. The impact under U.S. GAAP 
using the intrinsic value-based method is additional compensation 
expense for the years ended August 31, 2002, 2001 and 2000 of nil, 
$15,412 and $25,288 respectively. 


In fiscal 2002, the Company re-priced 70,000 stock options granted to 
employees, as a result these options became variable options under 
U.S. GAAP. Therefore, under U.S. GAAP for the year ended August 31, 


2002 the Company has recorded additional compensation expense of 
SH, 353) 


The Company issued stock options to consultants. The impact under 
U.S. GAAP using the fair value method is additional compensation 
expense for the years ended August 31, 2002, 2001 and 2000 of $70,147, 
$12,478 and $37,435 respectively. As at August 31, 2002, there is 
$127,706 in deferred compensation expense to be recognized in future 
periods in respect of these options. 
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17. Reconciliation with United States generally accepted accounting principals, 
(continued) : 


(e) Comprehensive income (loss): 


U.S. GAAP requires the disclosure of comprehensive income (loss), 
which is intended to reflect all changes in equity except those 
resulting from contributions by and distribution to owners. 
Comprehensive income (loss) incorporates net income (loss). The 
Company has no items that impact comprehensive income (loss) other 


(£) Shares to be issued: 


As at August 31, 2002, the Company has 312,500 shares with a value of 
$184,375 to be issued pursuant to an agreement with the Alberta 
Research Council (“ARC”, see Note 15 (c)). Under Canadian GAAP these 
shares are recorded as share capital, while under US GAAP they would 
be recorded as a liability until such time that the shares are 
actually issued. 


(g) Statement of cash flows: 
The statements of cash flows prepared in accordance with Canadian GAAP 


would not differ materially form those principles used in the United 
States. 
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17. Reconciliation with United States generally accepted accounting principals, 
(continued) : 


Impact on net loss: 
The application of U.S. GAAP differences described above would have 


the following effect on the Company’s net loss reported under Canadian 
GAAP: 


AUG Sicmsas, August 31, August 31, 
2002 2001 2000 


Net loss in accordance with 
Canadian GAAP Ss (Gk, Wil]; 963) “SS. (2, GUS7949) SA parse Ga) 
Adjustments for: 


Intangible assets, net of 


related amortization ANS) AS 689,561 1,062,648 
Stock granted to an employee -- -- (78,000) 
Variable options (races) -- -- 
Stock options granted to 

employees and directors -- (Cabs ya) (25,288) 
Stock options granted to 

consultants (70,147) (ie2 ead] 83) (Si/a243'5)) 

(62,739) CiGnle Omak S) PAL SA'S 
Total comprehensive loss (Mp TA Oe, FONT) Sian OA Ay 2/8.) SCL WS) WSS) 


Basic loss per common share in 
accordance with U.S. GAAP § (0.09) Ss (Ox, Lay $ (0.14) 
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17. Reconciliation with United States generally accepted accounting principals, 
(continued) : 
Impact on deficit: 


The application of U.S. GAAP differences described above would have the 
following effect on the Company’s deficit reported under Canadian GAAP: 


August 31, August 31, August 31, 
2002 2001 2000 
Deficit, Canadian GAAP S (207284 73:59 om iGi 5 O OFS Sao) mom (OI ro OOla42)) 
Adjustments for: 
Current year adjustments 
to net loss (56,906) 661,671 is) 74a, (Aas 
Cumulative effect of prior 
year adjustments to net loss (5,800,584) (674 :51077142'2)) (C1 5 BINS YS) 
Deficit, U.S. GAAP S( 16, 1415:8 49) PSA siesta) Sa 6 B64) 


Impact on balance sheet items: 


The following is a comparison of the balance sheet items determined in 
accordance with Canadian GAAP to balance sheet items determined in 
accordance with U.S. GAAP: 


August 31, 2002 August 31, 2001 August 31, 2000 
Canadian Wise Canadian Tiss. Canadian UUs. 

Intangible 

asset: $ 3549S 35,4970. S$ 13,241 $ == $ 102); 80 225 S -- 
Deferred 

compensation -- 127,706 -- 26,0 aL -- 27,890 
Current 

liabilities 184,153 368,528 506,358 506,358 485,198 485,198 


Share capital 11,384,507 17,185,828 9,082,178 14,890,459 7,432,422 Leyes oS 2 


Deficit (10,284,359) (16,141,849) (8,566,391) (14,361,142) (5,960,442) (12,416,864) 


In addition, the opening share capital at September 1, 1999 would have 
been $12,657,319 under U.S. GAAP as compared to $7,044,422 under Canadian 
GAAP. The Company’s opening deficit at September 1, 1999 would have been 
$10,667,129 under U.S. GAAP as compared to $3,288,782 under Canadian 
GAAP. 
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